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INTRODUCTION 

High Yields and good quality wheat and barley in Census Division 5 have 
undoubtedly helped that area maintain a strong and healthy agriculture. 
Because of recent downward pressures on prices and uncertainty associated 
with market opportunities, there is an ever-growing need for producers to 
re-examine the profitability of various crops and cultural practices which 
have characterized their districts for many years. Narrowing profit margins 
have forced farmers to keep a close eye on all production costs and returns 
in order to evaluate the short and long term implications of decisions they 


will make as to what, how and how much to produce. 


OBJECTIVES 


This report was prepared to provide an estimate of costs of production 
and the expected returns for cereal silage production. Such information can 
be an important guide in decision-making, but the reader should keep in mind 
that costs vary between producers because of differences in land and cultural 
practices. The farmer's own records are essential to determine what it actually 
costs to produce a crop on his particular farm. 


This report can be useful for management decisions: 


1. In selecting the enterprise or crop rotation yielding the 
highest returns. 

2. In determining the amount of cash required to operate during 
a season. 

3e In determining the amount of time expected to be spent on 
an enterprise. | 

4, For projecting the expense and income when considering new 


investments requiring credit. 
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5. In determining how the expenses and receipts should be shared 
in rental arrangements. 


6. To compare to actual costs incurred in your farming enterprises. 


SOURCE AND METHOD OF DATA COLLECTION 
The information for the report was gathered from a group of farmers 
from the district. A day was spent with them discussing the direct costs 
involved, the complement of machinery needed to produce the crop and the 
cultural practices carried out. 


This information was compiled and costs 


calculated to determine the total cost of production for the crop. 


ASSUMPTHONS SPECIFIC TO THES, STUDY 
(1) The farm consisted of 800 acres with the following rotation: 
Silage 200 acres 
Grain 600 acres 


(2) Annual use of machines was based on the above cropping pattern. 


(3) Yield per acre and value based on averages expected by the producers with the 
inputs and operations described in Table A (p. ). 


Crop Yield Value 
Grain Silage 9 Tons (wet basis) $7.00/Ton 
(4) Seeding rate and cost: 
Crop Rate Price Cost 
Barley Ibu./acre $1.35/Bu. $1.35/acre 
Oats Ibu. /acre $0.90/Bu. $0.90/acre 
(5) Fertilizer rate and cost: 
Type Rate Price Cost 
21-0-0 3001bs/acre $33.60/ton $5.04/acre 
11 48-0 501bs/acre $105.00/ton © $2.65/acre 
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(6) Weed control cost: 


Type Rate Price Cost 
MCPA 6oz/acre $0.083/oz $0.50/acre 


(7) Value of land: $150/acre and taxes $2.00/acre. 
(8) Interest rates: Operating capital 8%; Machinery 73%; Real Estate 7%. 
(9) Labor: $3.00/hour - all labor including owner's and hired. 

(10) Hauling based on total miles required to haul silage from field to silo. 


(11) Tractor and machine operating costs are based on information provided by 
the Alberta Department of Agriculture. 


(12) Storage structures used were two sealed silos 20! x 60! with combined cap- 
acity of 1800 Tons. 


(13) Storage costs do not reflect costs for visible and invisible silage losses. 

(14) The cash and operator labor costs for harvest were adjusted linearly for 
yield variations above and below the reported 9 tons per acre as reported 
in Table 2 and Table B. For example, the costs for 9.9 tons per acre were 


calculated as follows: 


(9.9/9) x $4.01(Cash Harvest) = $4.41 


| : arpeieed aa 
al OGL? exe! tne sroa\oels "thet a 
et dead fea 2ae%- eran einer i pfiss Tein “ krahionh: nde ae 
“aban ht bra ayer ‘prubetae? ‘aia tle Hla \OOsEe. : 
; if ot btedt mart age(te tye i bea uber aatie | ‘ae ‘beast ; 


yd eotivuen naiteanent 6 ne: beeed. as edad onireiage ane * : is | 
iter “Bias Tad WA To, Pema aged Fe 


~Qis> aint aed Ad tw - csi x os rotte bol eee ‘ows prey bege ena uae 


40% \ineest! paaeaihe ee oer as eat Nipiekoas: baa’ des 
bat eaepary aeerse wey ees © ban 70 aqs) eH7 Wo ed bae-ayere '¢ sie 
93a) O28. 92t tot &, 10? 2i200 ot "arene 8 .8 -@fdet ier A 
wR deal rie es oy \ ft 


1 shell 4 tebe | 


TABLE 1 Summary of Consensus Report 


Costs and Returns at 9T/Acre Yield 


Cash Cultural Costs 

Cash Harvest Costs at 9T/Acre 
Cash Overhead Costs 

Total Cash Costs 


Non-Cash Overhead 
Operator's Labor at 9T/Acre 


Total Non-Cash Costs 

Expected Returns (9Tons @ $7.00) 

Gross Cash Margin 

Return to Risk and Management 

Return to Operator's Labor, Risk and Management 


Return to Land, Operator's Labor, Risk and 
Management 


Per Acre 
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TABLE 2 Gross Returns and Costs Per Acre 


at Various Yields and Prices 


Crop Grain Silage Yield _ Ton Per Acre el 
Area Parkland/Leduc % verage % % 3 
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7425 65.25 78.30 | 84.83 
7.50 67.50 |74.25 87.75 
7.75 iter fe 0.68 
Cash Cultural Costs [14.40 ee] ko a 7 (ES 40 pan wo | 14.40 
Cash Harvest Costs ir cae ero 4.01. 5421 
cash Overhead Costs 2.72 2.72 | 2472 
Total Cash Costs iasea [aos foots 21e1 sa 
Non-Cash Overhead 38.35 38.35 
Operator's Labor [3.09 [ose [oe 1.39 
Total Costs él. 17 [61.67 
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C.R.D. No. 68/2/72 PRODUCTION COSTS 


CROPS & FORAGE Date November 30/71 


Reg. Ec. Re S. Andersen 


i i 200 
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Cash and Labor Costs Per Acre Total — 


Consensus Cols. - 1, 7, 8, 9 


Hours Per Acre 
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Cash Overhead 


Phone $6 Crop Insurance $ Stationary, etc. $ a er Tay] ATR 
Taxes _] Year at $2,900 2.09 
Rent $1]500 Average Operating Capital at 8%=$ 120 60 
Building Insurance $22 Labor Insurance $ Machinery Insurance $13.75 or 
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PRODUCTION COSTS [821-a | 
CROPS & FORAGE (10) 
OS Og Tir te OE, FF Oe ee ee [ Tore Ree, 
aOTOTAL CASH COSTSOPER RGR CE tee page) ye trian oe BAe OY 
AV. INVESTMENT PER ACRE TO STUDY CROP FIXED COST PER ACRE ' 
!tem nr Per Acre Depreciation Interest 
a aa Sa eee $ aan Betl0 50. 19.56 
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TOTAL NON-CASH COSTS PER ACRE 
(A) TOTAL COSTS PER ACRE 


- Operator's Labor 
(B) = Total Cost less Operator's Labor $ 59.46 
- Interest on Land 
(C) = Total Cost less Operator's Labor and interest on Land $ 40 
“(D) EXPECTED GROSS RETURNS PER ACRE 
RETURNS TO OPERATOR'S LAND, LABOR AND MANAGEMENT (D-C) 
RETURNS TO OPERATOR'S LABOR AND MANAGEMENT (D-8) 


Tabie B RETURNS PER ACRE TO OPERATOR'S LAND, LABOR AND MANAGEMENT 
AT VARIOUS YIELDS AND PRICES 


COSTS PER UNIT (e.g. Bu.) AT VARIOUS YIELDS 
Yield Tons” Per Acre 
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[3S 8hg |9.m_| 16.22 | 23.02 | 29.82 | 36.62 | 43,42) 
Cash Cultural Costs 2.29 | 2.00 | 1.78 | 1.60 | 1.45 | 1.33 | 1.23--| 
Cash Overhead Costs 0.43 | 0,38 eee 04231 
Total Cash Costs 3.16 | 2.82 morta | L2.b3. |) shone) 

Ue ee eS ee | 
0.14 a4 | 0.13 | 0-13 | 0.13 _| 
9.39 | 8.28 3671 5032__| 
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Non-Cash Overhead | 


Operator's Labor 


COSTS PER 


Total Costs 
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